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Economic Impact Note: Ontario's Horse Racing Industry 

Macroeconomic Policy Analysis Unit - March 14, 2012 



- REVISED DRAFT — 



This note examines the overall economic impact of the horse racing industry in Ontario and assesses the 
economic implications of reallocating the $345M Slot at Racetracks Program (SARP). 

The analysis of the horse racing industry includes activities associated with racetracks and the portion of the 
equine industry related to breeding and raising race horses; however, it excludes all spending at slot machines 
and associated activity. 



Conclusions 

Reallocation of the $345M SARP subsidy to health and education, in addition to benefiting the long- 
term sustainable prosperity of Ontario, would have a positive net impact on jobs and economic growth 
in the short run. 

A removal of SARP from race track operators in Ontario would lead to: 

' : The; potential closure of 1 1 of the 17 race tracks operating in Ontario currently (MOF estimate). 
* :,: A reduction in industry expenditures proportional to the relative importance of wagering at the 
1 1 tracks at risk of closing. 

■ A reduction in GDP ($201 o/of between $200M and $400M annually (the latter estimate based 
on OHRIA/ERL's impact study). 

■ Job losses of 3, 500 to 5,800 annually (the latter estimate based on OHRIA/ERL's impact study). 



Re-allocating these SARP expenditures to health care 'or education expenditure would lead to: 



A $360M to $380M boost to Ontario's GDP ($201 0) annually 
Annual employment gains of 5,700 to 6,700. 



Economic Impact 

The following results are based on information provided by the Gaming Policy Branch at MOF, studies 
published by the Ontario Horse Racing Industry Association (OHRIA) and Equine Canada as well as 
internal work using the Ontario Input-Output model and Statistics Canada's detailed 1-0 multipliers. 



Impact of Horse Racing Industry and Ending SARP (MOF) 



Impact in 201 0$M 


Current Activity (Without 
Slot Operations) 


Activity After 
Ending SARP 


Loss 


Gross Spending 


970 


750 


-220 


Total GQP Impact 


970 


740 


-220 


Multiplier (dir+indir+induced) 


1.00 


1.00 




Total Errjployjrient Impact (jobs) 


13,540 


10,050 


-3,480 


Multiplier (dir+indir+induced) 


14.0 


14.0 





Source: MOF estimates - Gross spending and multipliers, Statistics Canada Input-Output tables, 2008 
MOF impacts expressed in 2010$ to make comparable with ERL's study. 
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Total direct spending in the industry (excluding spending on slot machines) is estimated to have been about 
$970M in 2010. This would have generated an estimated $970M of GDP (2010$), supporting about 13,540 
annual jobs, both directly at the race tracks and farms associated with the industry, through supplier 
industries (indirect) and through the spending of incomes generated by the industry (induced effects). 

If government support for the industry through the $345M Slot At Racetracks Program (SARP) were to be 
phased out, MOF's Gaming Policy Branch estimates that 1 1 of the 17 race tracks in Ontario would likely 
not survive (i.e., the major ones, such as Woodbine, would remain while some of the smaller tracks, 
heavily dependent on slot revenues, would either merge with other tracks or cease operations). 

Based on the above assumptions, the gross spending on horse production associated with each race track 
and the operating expenditures in the tracks at risk, eliminating SARP would reduce gross spending 
permanently by an estimated $220M (in 2010$) with total GDP declining by similar amount and Ontario 
employment declining by roughly 3,500 jobs. 1 

Re-Allocating Spending 

Ending SARP would free up resources for the investment in other priority areas. Currently, SARP is 
estimated to be approximately $345M per year (about $330M in 2010$). The table below shows the 
impact of spending this amount in health care (nursing and residential care facilities and ambulatory care) 
or education (elementary and secondary schools and community colleges) or distributed across the 
economy in proportion to each industry's output levels. 



Impact of Re-allocating Proceeds from SARP* 





Health Care 


Education 


Economy-wide 


Total Gross Spending (2010$M) 


330 


330 


330 


Total GDP Impact (201 0$M) 


360 


380 


305 


Multiplier (dir+indir+induced) 


1.10 


1.16 


0.93 


Tptal Employment Impact 


6,670 


5,740 


3,160 


Multiplier (dir+indir+induced) 


20.4 


17.5 


9.6 



'Slots at Race Tracks Program 

* SARP estimated at approximately $345M in 2012, equivalent to about $330M in 2010$ 



Re-allocating $345M in funding from race tracks to health care would boost provincial GDP by $360M, 
adding about 6,670 jobs across Ontario. The same spending in education would add $380M to GDP, 
creating about 5,740 jobs. 



1 To the extent that the incidence of part-time employment in this industry exceed provincial averages, the 
actual number of jobs at risk would be somewhat higher than 3,500. 
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Industry's Perspective 



In 201 1, OHRJA commissioned a study by Econometric Research Limited (ERL) to assess the contribution 
of the horse racing industry to the Ontario economy. 2 The study estimates that gross spending in the industry 
in 2010 was $1,990M; leading to a total GDP impact of $2,300M and 31,440 FTEjobs across Ontario. 3 

The ERL study did not consider a scenario with a partial decline in the horse racing industry's output due to 
removal of SARP, (i.e., removing SARP leads to some -but not all- tracks closing, with expenditures in the 
industry declining in some proportion to the closures). Considering a scenario and using the estimated size 
of the industry and multipliers according to the ERL study, removal of SARP would . result in $430M 
reduction in GDP ($2010) and a loss of about 5,810 FTEjobs. 



Impact of Horse Racing Industry and Ending SARP (ERL's Study)* 



Impact in 201 0$M 


Current Industry 


Current Without Slot Impact After Ending 


Loss 


Activity (2010) 


Operations 


SARP" 


Total Gross Spending 


1,990 


1,420 


1,090 


-330 


Total GDP Impact 


2,300 


1,770 


1,340 


-430 


Multiplier (dir+indir+induced) 


1.16 


1.16 


1.16 




Total Employment Impact (jobs) 


31,440 


23,850 


18,040 


-5,810 


Multiplier (dir+indir+induced) 


15.8 


15.8 


15.8 





* Impacts based on ERL's estimated 2010 spending of $1 ,990M (or $1 ,420M w/o slots) 

" This "Ending SARP" scenario is not part of ERL's study. We assume a proportional reduction in ERL's gross 

spending and the multipliers computed in the study to asses the impact of ending SARP. 



There are two key areas in which OEP's analysis differs from ERL's framework: 

1) Size of the industry - The ERL study concluded that direct gross spending in the industry 
approximated $2B in 2010. This includes $570M in spending associated with slot machine 
operations, implying $1,420M, net of slot operations. MOF analysis is based on $970M ($2010) 
of industry spending (net of slot machine operations). This smaller net amount is attributable to 
less spending assigned to horse breeding and horse racing, as well as less spending assumed for 
track expenditures by race track operators. 

2) Smaller Multipliers - OEP's input-output analysis suggests that both the GDP and employment 
multipliers are lower than ERL's study, leading to smaller impacts. 



2 "The Economic Impacts of Horse Racing and Breeding in Ontario, 2010 " (2011) Econometric Research 
Limited 

3 According to ERL, this job estimate increases to about 60,000 after part-time and casual employment is 
factored in. 
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Impact of Ontario's Horse Racing Industry and Re-allocating SARP Spending * 



2010$ mllions 


Impact of Industry (without Slot 
Operations) 


Impact of Ending SARP 


Re-allocating SARP 
(MOF) 




ERL 


MOF 


ERL 


MOF 


" Health Education 


Total Gross Spending 


1,420 


970 


-330 


-220 


330 


330 


Total GDP Impact 


1,770 


970 


-430 


-220 


360 


380 


Total Employment Impact (jobs) ** 


23,850 


13,540 


-5,810 


-3,480 


6,670 


5,740 



Source: Econometric Research Limited (ERL) and Ontario Ministry of Finance (MOF) 
* SARP estimated at approximately $345M in 2012, equivalent to about $330M in 2010$ 

** Employment impact in ERL study are full-time equivalent jobs (FTE) whereas MOF's estimate are total jobs (including part-time). 



Reforming SARP would lead to a smaller reduction in industry gross spending ($220M in 2010$) relative to 
the size of the program ($330M in 2010$) because it is expected that patrons at racetracks that might close 
down would wager at other remaining racetracks such as Woodbine (or electronically). Moreover, the 
reduced return on capital to horse owners arid breeders as a result of phasing out SARP (i.e., fewer races in 
Ontario and smaller purses) would not lead to a significant reduction in the economic size of the industry. 

On the other hand, the greater short-term benefit of investing in health and education derives partly from the 
fact that the GDP multiplier in these sectors is greater than in horse racing, with a large portion of the funds 
flowing directly to jobs and wages, and partly from the fact that by ending SARP, funds available to other 
priorities ($330M) would exceed the total reduction in horse racing industry expenditures ($220M). 



Eduardo Rojas (5-7211) / Tony Stillo (5-0774) 
ERFAB, OEP 
March 14, 2012 
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Economic Impact of Ending the Slots at Racetracks Program 

Draft Q&As 
Confidential Advice to Cabinet 



Q: Will ending the Slots at Racetracks Program (SARP) cause the collapse of Ontario's 
horse racing industry? 

A: No, I don't believe ending the Slots at Racetracks Program will cause the collapse of 
Ontario's racing industry. Horse racing in Ontario has been in place since 1860. It existed years 
before the introduction of the Slots at Racetrack program and it can continue to exist without it. 

I believe the industry will continue, but be smaller and have fewer tracks. Wagering revenues 
will still be available to support the industry. In order for the industry to continue, the participants 
will need to find ways to increase customer interest in its racing product thereby increasing 
wagering and replacing slots revenue with other revenue sources and/or achieve efficiencies. 

To assist in these efforts, the government will continue to provide the pari-mutuel tax reduction 
which totalled more than $70M in 201 0-11. 

Here are the facts: 

Over $3.7 billion dollars has been provided to the industry since 1998 to support its activities 
and in 2011 there are 17 racetracks, over 1500 race dates, and under $1B wagered in 2011. 

In 1997, there were 17 racetracks, over 1400 race dates, and over $1B wagered. 

Based on this factual information, I believe this industry can survive on its own without support 
from the government, as it did prior to the introduction of the Slots at Racetracks program. 

Q: The Ontario Horse Racing Industry Association claims that 60,000 jobs will be lost if 
the slots funding ends. Is that true? 

A: Based on the government's analysis, this claim does not appear accurate. There are 
approximately 5,800 full- and part-time jobs at the 17 racetracks in Ontario. Approximately 
16,000 people hold the 26,000 licences issued by the Ontario Racing Commission. 

A further breakdown of the 16,000 people by racing type: 10,000 are involved in standardbred 
racing (of approximately 17,500 licences issued) and 6,000 are involved in thoroughbred/quarter 
horse (of approximately 8,500 licences issued). 

The industry will continue to benefit from the pari-mutuel tax reduction and a percent of 
wagering and as a result will be able to continue to offer its racing product, although likely at 
fewer racetracks than currently exist. 



i 



Reallocating the Slots at Racetrack program monies to fund key government priorities like 
health care and education will actually result in more jobs for Ontarians and lead to economic 
growth. 

Q: How many jobs may be created if $345M is invested in the education or health 
sectors? 

A: Reallocation of SARP funding to health or education would have a positive impact on jobs. 
Investment of $345M in health care or education expenditures would lead to annual employment 
gains of between 5,700 and 6,700 jobs. 

Q: The Ontario Horse Racing Industry Association claims that $1.5 billion in wages and 
salaries are sustained annually by total expenditures of the Ontario horse racing and 
breeding industry. Is that true? 

A: The government's analysis indicates that is an inflated figure as it includes slot facility 
operations. Moreover, in reallocating these funds to other priority uses, there will be a net 
increase in wages in the economy. 

Q: Ontario's provincial government receives $261 million a year directly from the horse 
racing industry and its participants? 

A: The slots revenue is only one of the industry's funding sources. If there was absolutely no 
industry left in Ontario, $261 million might be the impact. I am highly sceptical of the $261 Million 
figure. This amount is far less than the annual $345 million subsidy, and we simply cannot afford 
in these tight financial times to continue putting money into this industry by taking funding out of 
higher priority programs such as health care and education. 

Q: Does the industry as a whole really account for $2 billion in annual expenditures, up 
67% from 2000? 

A: That figure appears to vastly over-estimate the size of the industry. Ontario's horse racing 
industry's growth rate since 2000 suggests that it is a mature industry that should no long needs 
large amounts of government support. More importantly, it is now up to the industry to take 
transformative action to ensure that customer support for its racing product remains high and 
that will work together to help maintain itself. 

Q: Horse racing industry is the second largest sub-sector of Ontario's agricultural 
economy with an economic contribution in excess of wheat, eggs, poultry and hogs in 



A: It is difficult to compare horse racing against the dairy, cattle, hogs and poultry sectors as 
these farming sectors focus on producing and selling agricultural goods. 



Cash income from the sale of livestock and livestock products in these sectors is as follows: 



• Dairy ($1.89B), 

• Cattle ($983M), 

• Hogs ($901 M) and, 

• Hens and chickens ($735M). 

Horse production, as a farming sector, falls into the category of miscellaneous livestock and 
livestock products which accounts for only $100M in cash income, compared to $5.2B from all 
types of livestock. 

In addition, cash income generated in the wheat industry was $314M in 2011. 

Q; Equine Canada just released a report that supports many of the OHRIA's claims 
regarding jobs and the economic impact of the horse racing sector in Ontario, 
specifically that the industry supports almost 60,000 individual jobs in Ontario. Doesn't 
this report further support OHRIA's claim that ending the Slots at Racetracks Program 
will lead to a collapse of the industry and the disappearance of all these jobs? 

A: I am sceptical of the claims in Equine Canada's report. 

Ending SARP will likely lead to restructuring and efficiencies within the industry but it should not 
lead to the disappearance of Ontario's horse racing industry. Many of the jobs in the industry will 
remain. 

The government reviewed the original report from Equine Canada published in March 2011, as 
part of its review of funding to the horse racing sector. The Equine Canada report suggested 
that the spending by the horse racing sector in Ontario was lower than estimated or assumed by 
OHRIA. Overall, there were discrepancies between the Equine Canada report and the figures 
cited by OHRIA in its November 201 1 report. 

For example, OHRIA reports that total annual cost of training for Standardbred and 
Thoroughbred horses is Ontario is $290M; whereas Equine Canada reports that spending on 
annual training across all equine activities in Canada is $99M. Now Equine Canada has issued 
its new report on Canada's horse racing industry and it is reporting that spending on training in 
the horse racing industry in Ontario alone is $173M. 

The government engaged with OHRIA about the differences between OHRIA's claims and the 
findings in the Equine Canada report from March 201 1 , and subsequently Equine Canada has 
released a new report on the horse racing sector in Canada, with significant emphasis on the 
horse racing sector in Ontario. I believe that the new Equine Canada report on Canada's horse 
racing industry appears to over-estimate spending in the Ontario horse racing sector in Ontario. 

Q: When the Quebec government cut funding to the horse industry, it collapsed, won't 
the same thing happen in Ontario? 

A: Funding was cut to the horse racing industry in 2008, but the industry has managed to 
continue to sustain its self as $20M was wagered in 2010 and $30M was wagered in Quebec in 



2011. The horse racing industry in Ontario will find the means, as Quebec did, to maintain 
wagering levels and benefit from these revenues. 



Q: How does output in the farming sector compare to government support provided to 
the farming sector? 

A: In FY2010-11, OMAFRA provided $;145 million; in Business Risk Management Transfers to 
the farm sector. The government has provided $2.T bilMonlrV ongo'ing'suppdrt to 
farmers through farm income stabilization and support programs from 2003-04 to 2010-11, 
through the Growing Forward suite of programs, in partnership with the federal government, 
which are helping improve competitiveness and sustainability in the agriculture sector. 

According to the 2006 Census of Agriculture, there were 57,211 farms in Ontario. Ontario's real 
GDP from farming (crop and animal production) was $4,864M in 2010. 



Comment [Wl]: For your FYI... here 
is the breakdown ofthe 1 45M 

Transfer payments 

Agricorp 

17,905,340 

Agrilnsiirancc 

33,000,000 

Agrilnvest 

25,674,957 

AgriStability 

48,655,525 

Ontario Risk Management 

Program 

17,413,729 

Other Assistance for 

Risk Management 

1,020,320 
Wildlife Damage 

Compensation - Federal 

748,809 

Wildlife Damage 

Compensation - Provincial 

811,506 
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Talj)le 7 Economic Impact Of Horse Racing and Breeding in Ontario (In Thousands of 2010 Dollars) 



Impac s 



Annual Expenflitjjr? (2010) 



Valine Added 



\ Direct 

Indirect & Induced 
Totdl 

!To$)|Multiplierf|f 



Gross Output 

Direbt 

'Dirlllitiplier | 
Indirect* lnduc£d 
Total 

Wades & Salaries 



Track 
Expenditures 



$345,990 



Association 
Expenditures 



$4,233 



Racing Phase 



Breeding 
Phase 



Slot 
Operation 



$802,855 



$269,695 $570,775 



$263,100 



$2,952 



$453,141 



1* 



$226,298 
$489,398 

1.41 



$2,272 
$5,224 
■*1 -23 ■ 

1.23 



$298,461 

$477,249 $176,551 $237,299 
$930,390 $342,591 $535,761 

1.16 1.27 0.94 



$1,183,696 

$1,119,668 
>2~,303,364~ 

1.16 



$345,990 

$465,273 
$811,264 
' 234 , 
2.34 



$4,233 

$4769 
$9,002 
\'2fl3 

2.13 



ect 

mmmm 



$802,855 

$1,066,790 
$1,869,645 
2<33/ 
2.33 



$269,695 

mm 

$379,603 
$649,298 



2.41 



$570,775 

BUSS 

$481,472 
$1,052,247 

Mi 

1.84 



$1,993,548 

snapom 

$2,397,907 
$4,391,455 

!!• 

2.20 



Dire- 
DirL 

Indirect & Inducefd 
Totaj 



n 



$184,645 
.'0 53 
$138,944 
$323,588 



$1,390 
'.0^3/.: 
$1,412 
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Impact of Partial Closure of Race Tracks (Based on OHRIA's Assumptions) 
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